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The President's Scratch- Pad 


There are two 
words that today 
ought to be in 
capital letters in 
the vocabulary of 
every American 
executive. They 
are ‘Organiza- 
tion” and ‘‘Coor- 
dination.” Before 
very long we are 
going to learn a 
great deal about 

these words, and it is the defense pro- 
gram that will do the teaching; for it is 
when we try to prod our industrial ma- 
chine to ever greater speed that organi- 
zation cracks begin to appear. Then the 
grumbling about “red tape’’ starts; it is 
then that the accusations begin to fly 
that ‘someone fell down on the job,” or 
“this is bad planning.” 

The present challenge to organization, 
both in business and in government, is: 
How can we develop the maximum flexi- 
bility demanded by the national defense 
program? R. E. Gillmor, President of 
the Sperry Gyroscope Company, has 
pointed out that the broad objective of 
all organizing is “the full release and 
utilization of potential talents and ener- 
gies of men and women.” Consider this 
and you will realize how important or- 
ganization looms in national defense. 

But see what this demands. Mr. Gill- 
mor says further: ‘This requires that the 
boundaries of each position be made per- 
fectly clear; that the relation between each 
position and all other positions be ex- 
plicit; that there be no overlapping posi- 
tions; and that the whole task of the 
organization be completely covered, leav- 
ing no gaps between positions. It fur- 
ther requires confidence in each other and 
in the whole, and a strong belief that 
every man and woman is willing and able 
to rise to his responsibility and oppor- 
tunity within the limits of his inborn 
aptitudes and acquired talents. With 
these characteristics, high morale and high 
accomplishment are inevitable. Without 
them, talents are wasted, friction loss is 
high, and progress is slow or absent.” 

In the final analysis, a good organiza- 
tion is simply a good piece of engineer- 
ing. The automobile that we drive forms 
a good parallel. When you step on the 


starter of a car, every part assumes its 
proper role: the carburetor does its work, 
so do the generator, the brakes, the spark 
plugs, the springs, the valves, etc. Each 
has its function; each automatically per- 
forms it. 

But plans and blueprints had to be 
drawn for every automobile that ever 
ran; and, similarly, plans must be drawn 
for every company and every department 
of 2 company. Major Lyndall Urwick, 
in a paper delivered before the AMA a 
few years ago, pointed out that in com- 
panies that are permitted to grow like 
Topsy it is soon discovered that Topsy 
has married Turvy. Thus the mere ele- 
ments of a business—a product, money 
and manufacturing facilities—do not 
really make a company. An organization 
must be formed and must grow under the 
discipline of the original design. 

It is safe to say that the responsibility 
of organization is not properly appreciated 
by managers today. It is too widely re- 
garded as a matter concerning only the 
company president and other high offi- 
cials. As a matter of fact, it is the con- 
cern of everyone from the president down 
to the head of the smallest department, 
and of everyone who delegates authority 
or has supervisory responsibility. 

It might be salutary, therefore, to list 
a few commonly accepted principles of 
organization: (1) Every organization and 
each of its parts should have a known 
purpose or objective; (2) authority and 
responsibility must be coterminous and 
coequal; (3) every authority is fully re- 
sponsible for the acts of subordinates; 
(4) there must be a clean-cut line of for- 
mal authority from the top to the bottom 
for every organization; (5) no supervi- 
sor can oversee directly the work of more 
than five or six subordinates whose work 
interlocks; (6) the work of every person 
should be confined as much as possible 
to a single leading function; (7) the ob- 
ject of every organization is smooth co- 
ordination; (8) every position should be 
clearly defined in writing. 

But what about the term flexzbility? In 
a period of emergency like this, it means 
a great deal. There are times when cir- 
cumstances cannot wait on the usual de- 
partmental processes and routines—when 
it is necessary to shear through the red 

(Continued on back page) 





OUTLOOK 


Armament Production Pushing 
General Economic Activity 


The defense program has now ad- 
vanced.to the point where its effects are 
becoming visible in everyday economic 
life, and there is scarcely an industry 
that is not at present being confronted 
with new problems directly or indirectly 
caused by the attempt to create almost 
overnight a multi-billion-dollar industry. 

The volume of industrial production is 
mounting swiftly and steadily; this is 
evidenced by the reliable steel index, 
which is now approaching a point that it 
has not reached since May, 1929-—99.9 
per cent of capacity. In nearly all indus- 
tries the major problem is not how far 
will the volume expand but how far can 


@nd under the limitations of short- 
of plant facilities, skilled labor and 
faterials. 


But perhaps of even more significance 
than any other single fact is the rise that 
is taking place in the payroll index. This 
index, as compiled by the Bureau of Labor 
Statistics, rose to 131.0 in March from 
126.4 in February and from 98.2 last 
July. Payrolls in March were 31.3 per 
cent higher than in the corresponding 
month last year, when the index was 99.8. 
Since the low of the depression in March, 
1933, payrolls have shown an increase 
of 242.0 per cent. 

Such a rise in payments to wage earn- 
ers inevitably means a rise in demand for 
consumers’ goods — clothing, furniture, 
automobiles, etc. It also means new de- 
mand for housing, and even now the 
building industry is experiencing what is 
truly a boom. The value of new build- 
ing this Spring is running 80 per cent 
above the levels that prevailed in the 
Spring of last year. 

But, as defense demands begin to make 
inroads upon consumer industries, the 
country’s ability to manufacture such 
products is proportionately reduced. The 
inflationary threat presented by this com- 
bination of circumstances is a potent one, 
observers believe. The course of our 
immediate economic future very greatly 
depends on how effectively this threat js 
going to be met. 
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Industrial produciion is going ahead to new 
records after a temporary setback in April. The 
delivery problem dominates purchasing policies ; 
orders continue in excess of production, and 
there is still no evidence that buyers have at- 


The defense program is still largely in the 
preparatory stage. While the construction of new 
plant facilities has been responsible for a consid- 
erable part of the increase in general business 
activity, there should be no recession in total 


Corporation reports for the first quarter show 
that the increase in industrial operations, to a 
level 20% above the first quarter of last year, 
was accompanied in most cases by a rise in net 
profits. The national income has expanded 15% 





cur in the fall | tained desired inventory positions. Retail trade | activity as this building program is completed | since the summer of 1939, and there are still 
is the best since 1929 (June). (May 15). great resources to be drawn on (May). 
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March, but an increase of 14.9% over last April. 
The adjusted insolvency index (failures) receded 


from 61.3 in March to 58.6 in April, which com- 
pared with 67.4 in April of last year (June). 
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Stock prices fluctuated within narrow limits as 
daily average transactions on the New York Ex- 
change remained below 500,000 shares; on May 
15 the Dow-Jones industrial average was 115.73, 
against 129.08 in 1940. Corporate issues totaled 
only $147,650,000, compared with $246,279,000 
a year ago (June). 


where they are absorbed by the employer without 
passing them on in prices; indeed, most students 
of the inflationary danger believe the spiral is 
more likely to start from rising labor costs than 
from any other point (May). 





High-grade bond prices have been rising with 
record-breaking rapidity in the past nine years; 
this rising market has reduced the average yield 
so that the income obtainable from such bonds is 
now only one-half as large as it was at the bot- 
iom of the depression and only 60% as large as 
it was in the boom period of the ’20’s (May 15). 





As backlogs continued to mount, industry’s ef- 
forts to enlarge capacity indicated that the peak 
of output had not yet been reached. Production 
raies recovered rapidly after the temporary set- 
back in April. In mid-May, output was approxi 
mately 20% higher than at the top of the 1937 
boom (June). 


The recovery in production among the various 
industries is uneven but widespread, and the phy- 
sical volume of industrial production is over 
25% greater now than it was a year ago. The 
high levels of steel output which prevailed a yeat 
ago are now being exceeded by as much as 60% 
to 70% (May 15). 





Record consumer demand for home furnishings 
and other durables has kept retail trade above 
last year by a margin estimated at 15% or more. 
In April, the FRB index of department store 
sales was unchanged at 103 (1923-1925=100) 
for the third consecutive month (June). 


As might well be expected, the 25% expansion 
in indusirial output over a year ago has been 
accompanied by a proportionate increase in the 
volume of freight trafic on the railroads (May 
LS. 
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In the construction industry a veritable boom 
is under way; the latest figures show that the 
value of new building this spring is running 
nearly 80% above the levels of last spring. The 
value of engineering contracts in recent months 
has been as much as 150% higher than the 
values reached in the spring of 1940 (May 15). 








The rise in wholesale prices accelerated during 
carly May; led by an upturn in farm commod:- 
ties, the daily wholesale price index of 30 bas c 
commodities (1930-1932=100) advanced 4% 
during the first half of the month to reach a new 
wartime high of 135 (June). 
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While living costs are going upward at a steady 
pace, consumer income continues to advance more 
rapidly; “real” weekly earnings of factory work- 
ers are reported at a new high level, about 30% 


higher than in 1929 (June). 
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A major development of the month is the 
agreement by auto manufacturers to curtail out- 
put of 1942 models, beginning next August, by 
20%, so that the industry may concentrate on 
defense orders; this will reduce annual produc- 
tion by 1,000,000 vehicles. Similar reductions may 
occur in other consumers’ durable goods (May). 





Aggregate sales of a group of 40 large manu- 
facturing companies approximated $1,478,000,000 
in the first three months of this year—31% 
larger than in the first quarter of last year. Simi- 
larly, a gain of 11% in sales was realized by a 
group of 40 chain-store, department-store and 
mail-order organizations (May). 





Industrial construction—already larger than 
ever before in our history—is still expanding. 
It is reported on official authority that addi- 
tional large contracts will soon be let for new 
airplane and ordnance plants, shipyards, and 
other facilities, which will add their demands to 
those of the plants now under way (May). 





Further evidence of the spreading effects of the 
defense and lease-lend program is a shift in the 
Administration's farm policy. The necessity of 
supplying food to Britain, and of meeting in- 
creased purchasing power at home without ex- 
cessive rise in living costs, has resulted in moves 
to increase output of some farm products (May). 





Observers had hoped that the tight situation 
in metals and a few other commodities would 
ease somewhat in consequence of greater produc- 
tion, accumulations by buyers, and measures to 
check hoarding; however, increased defense ap- 
propriations and our commitments to Britain re- 
quire raising earlier estimates of needs (May). 





Factory payrolls have advanced more than 25% 
over a year ago, while employment has increased 
about 15%. The standard of living of the aver- 
age factory worker is now higher than in any 
previous period; in the past three years, earnings 
per worker have risen 28%, while the cost of 
living has remained almost unchanged (May 15). 


The rise in wage rates has been accelerating 


for some months; it is now almost general 
throughout the industries, and is comparable to 


the increases in the early part of 1937 (May). 











1c sources. Copyright, 1941, by the American Management Association. 


EDITED BY J. O. RICE 








Production Men Swap 
Ideas on Stepping Up 
Plant Operations 


Executives in charge of manufacturing 
operations in hundreds of companies met 
last week in New York at the AMA 
Spring Production Conference to ex- 
change ideas on how to step up plant 
operations to meet the demands of the 
defense program. The attendance was 
estimated at 600. 


At sessions on Wednesday, May 21, 
executives from about 20 companies de- 
scribed various methods that their or- 
ganizations have devised to increase the 
tempo of operations. Each speaker's time 
was confined to 10 minutes, since the As- 
sociation asked for only ‘one idea per 
man.”” On Thursday, May 22, the Con- 
ference was divided into four concurrent 
sessions. The topics of these sessions 
were: Subcontracting; Quality Control ; 
Work Simplification; and Training. 


At a luncheon on Thursday, L. H. 
Campbell, Jr., Brigadier General, U. S. 
Army, and Chief of Facilities, Industrial 
Service, Office of the Chief of Ordnance, 
Washington, D. C., spoke on “ ‘Musts’ 
About Matériel.” 


Heads Insurance Division 


Reginald B. Fleming, Insurance Man- 
ager of The Commonwealth & Southern 
Corporation, who was elected Vice Prest- 
dent of the AMA Insurance Division at 
the meeting that took place in New York 
City on May 5 and 6. Mr. Fleming has 
been active in the AMA Insurance Di- 
vision for several years. He has been as- 
sociated with the insurance work of The 
Commonwealth & Southern Corporation 


for about 20 years. 
« 


Annual Business Meeting on June. 12; 


Members Invited to Review Progress 


All members of the AMA are invited 
to attend the annual business meeting of 
the Association, to be held on Thursday, 
June 12, at the Hotel Astor, New York 
City. These annual meetings are for the 
purpose of reviewing the Association’s 
activities of the past 12 months. They 
are conducted on an entirely informal 
basis and everyone participates in the dis- 
cussion. Anyone contemplating a trip to 
New York in the near future should try 
to attend the sessions, as there will be sev- 
eral very interesting features. 


There will be two sessions: The first 
will convene at 5:30. This will be the 
Association’s business meeting, at which 
President Dodd will present the annual 
report, new officers and directors will be 
elected, and other matters will be discussed 
as required by the organization’s by-laws. 
As soon as printed, a copy of the annua! 
report will be mailed to all members. 


Following the business meeting, there 
will be a dinner session of the Board of 
Directors at 7 P.M., for which all mem- 
bers who are in attendance are invited to 
stay. The speakers will be I. M. Sieff, 
Vice Chairman, Marks & Spencer, Ltd., of 


Committee Appointed to 
Name AMA Directors 


Ten new directors are to be named to 
the Board of Directors of AMA at the 
annual meeting on June 12. They will 
take the place of directors whose terms 
expire this month. Some of the places 
will be filled by retiring divisional vice 
presidents, since it has become something 
of a tradition to do this. 


A committee has been formed, how- 
ever, to suggest names for the rest of the 
places, and members are invited to send 
in their suggestions for directors. The 
nominating committee consists of: C. R. 
Cary, Vice President, Leeds & Northrup 
Company, Chairman; E. S. Cowdrick; 
William F. Lund, Manager, Insurance 
Division, United States Rubber Company ; 
Luther H. Hodges, Manager of Factories, 
Marshall Field & Company; John W. 
Riedell, State Insurance Fund; and O. D. 
Reich, Vice President, Dexter Folder 
Company. 


Study to Be Issued 

The first of a series of supplementary 
publications devoted to subjects of inter- 
est to the different Divisions of AMA is 
about to be published. This study will 





London, and Wallace Clark, international 
management engineer. Mr. Sieff will de- 
scribe the organizational adjustments that 
were necessafy in managing a company 
similar to one of our great American 
chain-store systems in England during the 
past two years. He will tell how 70 per 
cent of the company’s manpower of 
20,000 employees was drafted into the 
fighting forces; how business was carried 
on on the sidewalks in areas that had 
suffered an aerial devastation; how it was 
necessary for the firm to establish systems 
of communal feeding. 


Mr. Clark will discuss the organization 
adjustments that are necessary to gear 
American industry for the unprecedented 
conditions created by the defense pro- 
gram. Having widely observed the or- 
ganization problems encountered in 
Europe, Mr. Clark will outline some of 
the difficulties that may be expected as 
the American defense movement matures. 


Enclosed with the News LETTER is 
a self-addressed postcard with which 
members can make reservations for 
the dinner meeting. Please send the 
card in as promptly as possible. 


summarize experience in retraining for 
the Dvorak Keyboard. The report will 
be made by C. L. Stivers, Office Manager, 
Jewel Tea Company, former Vice Presi- 
dent of the AMA Office Management Di- 


vision. 


The President's 
Scratch-Pad 


(Continued from front page) 


tape and get things done. For example, 
Major Urwick, in his paper before the 
AMA, told this story concerning Flor- 
ence Nightingale, as related by Lytton 
Strachey: “That very determined lady, 
having some hundreds of men freezing 
to death in the Scutari hospitals, opened 
a consignment of shirts without going 
through the usual formalities, which nor- 
mally occupied about three weeks. The 
purveyor protested. But she called up a 
squad of men and went ahead, while 
‘humbledom’ stood by, ‘wringing its 
hands in departmental agony.’ ” 

That’s flexibility. Let’s not wring our 
hands in ‘‘departmental agony” when the 
emergency will not permit us to do “‘busi- 
ness as usual.” 


Qh 2. dota 








